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Judy Sello Room 3A229
Senior Attorney One AT&TWay

Bedminster, NJ 07921
Tel: 908-532-1846
Fax: 908-532-1218
Email: jsello@attcom

November23, 2004

Ex Parte

Ms. MarleneH. Dortch
Secretary
FederalCommunicationsCommission
445 TwelfthStreet,SW,RoomTW-B204
Washington,DC 20554

Re: AT&T Corp. Petitionfor DeclaratoryRuling Regarding
EnhancedPrepaidCardServices,WCDocketNo. 03-133;

ExpeditedPetition to Reduceor Adjust theProposedFourth Quarter
USF Factor, CCDocketNo. 96-45

DearMs. Dortch:

I write on behalfofAT&T Corp. (“AT&T”) in responseto anexparte letter,
datedNovember16, 2004,filed by Verizonin connectionwith theabove-referenced
matters.Verizonpointsout thattheuniversalservicefund(“USF”) is undercontinuing
financialpressure,a factthat is likely to necessitateanincreasein thecontributionfactor
in thenextfewmonths. Verizonthenproposesto solveatleastpartofthis problemby
urgingtheCommissionto rulethat AT&T’s EnhancedPrepaidCard(“EPPC”)services
arenot“enhanced”or“information” services,sothatAT&T will berequiredto
contributeto theUSF on its interstateEPPCservicerevenues.

Verizon’sassertionthatEPPCis notan “enhanced”or“information” serviceand
is thussubjectto USF assessments,which AT&T hassupposedlyimproperlywithheld, is
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simplyfalse. AT&T hasshownrepeatedlyin its pleadings1andin subsequentexparte
filings in thesedockets2thatEPPCservicesareunquestionably“information” services
underSection3(20)oftheCommunicationsAct, 47 U.S.C. § 153 (20),andSection
64.702(a) oftheCommission’srules,47 C.F.R.64.702(a). SeeNorthwesternBell
TelephoneCompanyPetitionfor DeclaratoryRuling, 2 FCCRcd.5986,¶ 20 (1986)
(Servicein which acustomer“makesaphonecall andhearsarecordedadvertisement..,
involves‘subscriberinteractionwith storedinformation,’ and[thus] falls squarelywithin
thedefinition of‘enhancedservice’in Section64.702(a)of [our] rules”). Seealso,
NonAccountingSafeguardsOrder, 11 FCCRcd. 21905,¶ 102 (1996)(statutorycategory
of“informationservices”is broaderthan“enhancedservices”but includeseverything
previouslydeemedto beenhancedservices).No party in theseproceedingshasprovided
anyplausiblelegal argumentto thecontrary. Thefactthat EPPCservicesareinformation
services,not subjectto USF assessment,is alonedispositiveofVerizon’sproposal.

Nevertheless,asAT&T hasalsopreviouslyshownin responseto claimslike
Verizon’s, AT&T is fully satisfyingall of its universalserviceobligations. It is, in fact,
thesinglelargestcontributorto theUSF, havingonaveragecontributedmorethan30%
oftotal federalUSFprogramcostssince1998,whenthenewrevenue-basedUSF
mechanismtook effect,with anaggregatecontributionexceeding$9 billion.3 Moreover,
interexchangecarriers— andconsequently,thecustomersofinterexchangecarriers—

contributedon average68.7%oftotal USF costsduring 1997-2002(the last full yearfor
whichtheFCChaspublisheddata),whereasRBOCscontributedonly 18.2%on average
for thesameperiod,including theirlocalandlongdistanceoperations.4Thus,the
suggestionthat AT&T individually or that interexchangecarriersasa grouphaveshirked
theirUSF responsibilitiesis plainly absurd.By far, interexchangecarriershave
shoulderedthelion’s shareoftheUSF.

And, asAT&T hasalsopreviouslyexplained,thepredominantusersof EPPC
servicesaremilitary consumers,low-incomehouseholds,AfricanAmericanand

1 SeeAT&T Corp. Petitionfor DeclaratoryRuling, filed May 15, 2003,at 18-21and
Reply CommentsofAT&T Corp., filed July 24, 2003, at 8-22,WC DocketNo. 03-133.
2 See,e.g., exparteLetterdatedMay 11,2004, from DavidL. Lawsonto MarleneH.

Dortch, WC DocketNo. 03-133.

~SeeexparteLetterdatedOctober4, 2004,from JudySello to MarleneH. Dortch,
respondingto Wiltel Communications’ExpeditedPetitionto ReduceorAdjust the
ProposedFourthQuarterUSF ContributionFactor,CC DocketNo. 96-45and
WC DocketNo. 03-133.

~J.Lande,K. Lynch,FCCWirelineCompetitionBureau,TelecommunicationsIndustry
Revenues,Table 12, Shareof UniversalServiceContributionbyPrincipal Typeof
ContributorUsingTraditionalCarrierCategories,rel. March 2004. Indeed,eventhefirst
quarter2004projectedRBOCcontributionof26.1%shownin Table12, which reflects
increasinglongdistancerevenuesasa resultof271 relief, remainssubstantiallylessthan
thedecliningIXC contributionof39.8%.
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Hispanichouseholds,recentimmigrants,students,seniorcitizens,andretireeson
fixed incomes,who dependon cost-effectiveprepaidcardservicesto meettheir
communicationneeds.EPPCis, akin to Lifeline service,enablingexcludedgroupsto
accessthetelecommunicationsnetworkatvery low rates. RequiringEPPCrevenuesto
beincludedin theUSFcontributionbasewould not only beunlawful, but would shift
theUSFburdenfrom moreaffluent consumersto individualswho aretheleastableto
afford it. Thereis no public interest,universalserviceor othersoundpolicy objective
thatwould be servedby this result,evenif it werelegally permissible.

Verizon’sproposedfix for theanticipatedUSF shortfall is thusboth legally
impermissibleandbadpolicy. Contraryto Verizon’s allegations,any savingsAT&T has
realizedin USFpaymentsis entirelyproperandattributableto thefact that thelaw does
notprovidefor USF assessmentson informationservices,suchasEPPC. Verizonis free
to seekarule changethatwould applytheUSF assessmentto all informationservices--

includingVerizon’s. But thereis no lawful basisto apply this assessmentonly to EPPC
services.AT&T’s EPPCis an“informationservice”which is simply notsubjectto the
USFassessment,andtheCommissionshouldso hold in grantingAT&T’s Petitionfor
DeclaratoryRuling.

Oneelectroniccopyofthis Letter is beingsubmittedto theSecretaryofthe
Commissionin accordancewith Section1.1206oftheCommission’sRules.

Respectfullysubmitted,

Is!

JudySello

cc: ChristopherLibertelli
MatthewBrill
DanielGonzalez
JessicaRosenworcel
ScottBergmann
JeffreyCarlisle
TamaraPreiss
SteveMorris
PaulMoon


